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Winston Burdsti, CBS News Rome Correspondant, a reporter of the
Maditerranean and Middle Eust countries, visited
Xuwait, Egypt, Syria and Lebanon collecting material for
*The Ruble War®" and recently concluded s month's tour of
Baudl: Arabia.

flehard C. Hotielet, CBS Hews Corveapondent, for many years a
reportsr in Cermany and Russis, recently toured Bruail,
sargentins, Chile, Peru and Uruguay for the program.

Peter Ealischer, CBS News Tokyo Correspondent, a reporter for
twelve years in the Far Zast, recently vislited
indoneaia, Cambodiz, Siam, Burma and Indla for the
Program.

irnest Leliser, GBS Mews Bonn Correspondent, who within the past
yesr has spent much %ime ia Hungary, Romania, Poland,
Yugoslaviz and France, and recantly revisited
Tugosluvia for this report.

Danlel Schorr, CBS News Mosoow Correspendont for three yeara
{1955=1957), ourrently assigned to Washingten L.C.

Hoaurd K. Smith, CBS News Chief Ewropean Corrsspondent for ten
years, currently asalgned to Washington, L.G.
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SPRAXER: “Wa declare war upon you ia the pesceful field of trade.
We declars war. ¥e will win owver the United States. The threat to
the United Stutes is not the ICBM, but in the field of pesceful pro-
duetion. We ave relentless in this, and it will prove the superiority
of our systsm.,® {(SOUED)

SMITH: QGood swening. Yy nams is Howard X, Smith. The words you
juat heard wers uttered by the man whoe is now the Prime Minmister of
the Soviet Union, ths hend of the world's leading Comumnist perty, and
imarics's public adversary number one, Rikiits Ehrushohew.

The dSate wus October the mmm of Jast year. The
occasion, an interview with an imerican editor. 4% the time, those
words had a propagsndist ring to them., Bul & few mouibs ago, the
and planning, told the TUnited States that those words were in deadly
sarnest. In s spesch, k.mm,&nm&ofﬁmﬁm's

Central Intelligemce, said that the Uoited States has fased no greater
threat in 1ta peacetins history than the war of trade and aid that
Sbyushchev sc frankly declared nporn us last ¥all.

In the pust week, the mounting orisis in the Middle inst has
absorbed the world's stitention: By moat of the evidenoe that we
have, the tinming of that crisis vas almost inadvertent: Rusale had
not thought it would happen when 1t did, Wasser ia believed 1o bave
bean taken by surprise by the timing us we were. The best informed
opinions we hawe been abls to gather are: It will not causs big war.

- ] -
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SMITHs (CORNT'D) For it is balieved that Russia's main effort for
now is political penetration; and her maln inastrument - Ruble War.
The Russian's alm is to out-producs fres oconomy. Ihey alm to use
their swellisg production as a politisal weapon on a scale without
precedent in history. On that enduring Soviet plan to aubwert our
friends and to defest ua, we report io you now.

First, how does the Ruble War look in the areas of each of
ths correspondents now about to report to us? First winston Burdett.
BURDETT: In the Middle Eust = ever sinoe the last big orisis, the
Susz crisis, the door bas bean wide open tc Sovist penetratlon and
the Russians have been streaming through that door. Toduy, they have
s 1ist of mors than eighty development projects, in three key countriea,
Syria, Lgypt and Yemen. In those same countries we are doing
nothing.

SMITHs  Peter Kalischer,

EALISOHINS 1n the Far Exst, Howard, we are spending more ou esconomlc
aid than the Cosmunist blos, and basioully, we're doing a better
job. But the fact is, the Russlans ars getiing s Mggeyr run for

the ruble than we are getting a bang for the buck.

S¥ITH: Rlchard C. Hottelet.

HOTTELET: In South America - the fussians are only beginning to
penetrate. 4 very shrev observer in Chile told me, “The Boviet
Unlon stands in latin america today whers it stood in the Middle Zast
five years ago." The fact ims it's couming in llke & Barpoch.

- -
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BMITH: Zruset Lelser.

LEIBERs ¥ree Burope 1s the one area vhers there's been comparatively
1ittle Soviet eoonomio penetration so far, And it's one continent

on vhich Bussia has shown its hand; shoun that when a nation doss take
Sowiet esconcmic ald it mey find itself paying Moscow's political price.
SMITH: Daniol Seheorr.

SCEORKR: In Russia = it looks as though ecomcmic penetration i3 o
definite policy, mot to be altered by the shifting winds in the cold
war. Ant Russla's esonomlo capacity to make trouble for us is in-
oreasaing fast.

SMITH: Well, let's detall Some of those statements. Firet, from
the ares where ths Sues srisis gave Russia her opening and whers the
din of rebellion now, momsntarily, dlstreots from the adiding
strategy of trade war, the Mddle Zast. Winston Burdett.

BURDZTTt The story of these twenty months since Suez la brisfly
thist The United, bas in effect, boycotted Zgypt and Syria; the
French and the British have been excluded from the arsa; and the
Rusalans bave moved im. Bers are some of the projects which the
fsslane, vith thelr satellites, have already gotten off the ground

in ivub countries: In Syris, Eussian techniclans in four Ilyushin
planes are bufy surveying sad mapping the satire country. Bulgarisn
anmmmﬁmmm. In Ngypt,
ultramodsrn Soviet oil rigs are drilling in the dessrtj ané Russlan
experts are dvaving plans for the expansion of igypt'’s oil relineries ~
their first move in the Tilsld of Mddle Ixstern oil, The CUsechs bave

-3
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BURRKTE (COM'YY)  beesn budlding muniticns plants and now they're
putting up & huge ceremics factary. Athousand miles to the scuth, in
Yamen, Sowlet angineers are bullding a modern port on the Red Sea.
and the first big public works yroject that this Bamite kingdom has
ever bad, an aspbalt highway, from the coast %o the ospital, is
being built by Chinese Communists. The first point about the Soviet
offensive is thut these Russlan development projecta, in igypt for
example, are not just selected showpieces to mske & propagenta splash.
They cover the whole mnngs of Xgypt's wmodern aconony. They were
asslected by the Hgyptians as part of thair cun lndusirial Five-
Yoar Plan. The Soviet ald ia mot a grant; it's not charity. The
fussians are offering long-term eredit, so thes Egyptliuna can get two
things: technioal halp ind mechinery. The total credlt, a hundred
and ssventy-sight m31lion dollars, sovers wmore ihan a guarter of ihe
coat of the Flve-Ysar Plan., Repaymeat is over twelwe yesars. Interest,
two and 8 balf per cent. The standord rates on Western loans are
fron four and & half $o five and a halfl per cent.

There's a sscond vay in which the Russisna bave %ightened
their economic grip on Zgypt. They have given Igypt o market for
her chisf cash orop, snd most important export, cotton, at ¢ time
when Sgypt ovuld fiad no sotion outlets in the West., and, they have
gone to Sgypt's rescus with wheal and oll, at & time when the United
Stutes = for political yeasons - made it impossible for Zgypt Lo get
thess thinge from the Westl.

The result ig kgypt hes beean thiss 5ix years ago, the
igyptisns wers sending only 213 of thelr cotlen axports to the
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BURDEIT (ponT'p) Sestern Wloc. In 1936, it went up to 34%. last
your, 57%. and this year it's ruming about the same, The meaning of
thess figuwres is that Sesser hus found an outlet for his cotton, Bul
bo has lost his sources of forelgn exchangs. His deean of iadependence
of the West bhas bean couweried lanto deepening dependencs on the Zast,
“gypt is cornered. Seversl things have Lmpelled Husser to turn Zast:
His desire for arms, his need for induatriasl sesistince, and irsd
politics. Buil, w has alsc had lsmedists economic ressons. and,
United States cotton polliey whieh controls world sottion prices, has
made bin xll the wore valoeysble o the Soviet trads strangle hold.
In the long mum, howewor, ald may be the more significsnt of Moscouw's
two sconomic weapons. 4 major segment of Igppt's industrisl econony
will vesoms {oviot-based undor her pressat Five-Year Flam. Russian
n kercsens is burned up, but Sovlst spianing
uills and iron smelters, stesl planta, and relineries and shipyardas,
these are perwanent installations that establish a permanent relation-
abdp, with fgyptian feactories dependent on the Soviet blec for spares.
They give the Bussians s pursanent base. If the present progran works
wall, they will sosk to expund that buse, and they will gain a new
sooncic and political leverage, in a countey that ia becoming more
and more Lhe gateway to ifries.

KaLIBCHER:  What ie happsning in the Middle Zast teday, cculd
happen in the fur East tomorrow. If the Middle Zsst is the jmmediate
Sowiet target, certainly the Mggest terms of ares, people and

wheat is saten and Ru

- -
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EALISCHER {COWTD } opportunity is meutral Asia. This is the barn
door target, wore than fowrteen smillion sguere miles stiretchisg from
Indonesia to afghanisten; people, sbout one-qusrter of the world's
population, This is ths beart~land of neutralism, The largest
grouping of newly-indepsndent furwer colontesjy long on mationalimm
and poverty, short oo adninistration and economics. The United States
tus pasped more than a kilion dollars in economioc aid iato this ares

since World War Two. Untll 1955, we ~ the Vest - were virtually the
only aid dispensers in the business, Then, Khrushchev and Bulganin
toured aAsis like a Santa Claus ast, offering hospitals and siesl aills,
tarter trade und oredit at lover interest vate than ours. The maln
Soviet target in the ares - ths Jsokpot - is Indla. Threo yeurs
m,&v&ﬁﬁdwmmtﬂ%ﬂlﬁm‘ Since than, it
has piled up %o $295 million, slmost thres-fourths the totsl of cur ald
to Iadla ower the same period. Roughly this 1s the proportion of Undted
States and SBoviet bloo ald to seven nentral mations .. sewven neutral
asian nations, Not every Cospmnlist bloc desl turned out to be &s
alluring as it scunded. But b4y and large what the Soviets promised
they delivered =~ ususlly faster than we &id. And whils cor ald iz
appreciated by scber economists, ihe Bussians are playing to the
 gellery and stealing the bows. Iat me show you howr Cambodiz. Here
i Buddhist Cembodia. So neutysl it doesn't recogniss North or South
Korea, Ksst or West Germany, Coprmnist or dationalist Chinms, tut
accepts add from both sides, We hslped tuild this hospital for
Baddhist monke. Sed Chime supplied the surgleal aquipment inside.
Our mein aid offort ia an important new road, 132 miles through the
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KalXIscHER (COMT'D) jungle from Paompenh the capital to s new sesport
the French are bullding., But this $5 million bospital -~ &« Russlian
ghift, atill in themodel stage = is getting just as much publieity.
The Cambodians ame rightly not concermed about keeping aid in aeparats
compartasnts, so asericsn aid cement is going into bullding the
fosaian bospital. If that wes a split; here's 4 bigger one = aid
goods, tile, porcelains, swwing meshines, chinsware, rotting in their
vases a few blocks from the Imperisl Falace. Cause for an investigu-~
tion perbaps, except that this bappens to be Communist aid and
Communist ald programs never have to worry sbout critics on the honme
froat. Burma. These foundation stonss were the beginning and the
end of an american hospital S{n Rangocn, Tho Burmese stopped all
american ald in 1953 « asked 1t baek in 1956, a bit disilinsiened with
fussian barter trada. Now, our aid program maichss the Bussians,
But, we bave no dimplay to mateh this one in plainm view of Government
offices in Rangoon. The Hussians come bearing gifts and as in all
Southeast Asis, thelr ccomserciel perscnnel cutnumber our filve to
ons. Our seil reclumation project cannot mateh the glamor of &
gift technologicsl school being dullt with Bussian tools and the
Mlgufmnwm,hhmtfﬁ,mmcbym‘
teaohers. 41l to be paid for some day Ly a peturn gift of Burmase
TUgB. The pitk belamet by the say is now standerd Russian equipment.
In Afghanietan, the irabl patimsy from Hassia to India,
Soviet aid tops ours. Our main effort is an Srrigatien project iz
this rexcte Helmand Valley. Yaw Afghans know about it. Most

4fghans can't vead, But what they con ses ars these Husalan busasss
Approved For Release 2000/09/11 : CIA-§DP62$00545A000100090122-2



Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090122-2

EALISCHER {(COATD} on the Russlan-peved strests of Kabul, the
cupltal., Butl, some afghans find Russian equipment infericr to ours
and Zoviet projects have boomeranged. This Russlan gift hekery has
cornered most of the wheat and put hundreds of local bukers cul of
business.and the afghans really don't like the bread - it's soggy
inside.

In India the Rusalens don't make many mistakes. Their
totel ald 1s atill less than hslf of our total ald but it's skdlilfully
dramatized. The showecuase project is this Bhilal Steel Mill, part
of India's sscond Five-Yeur Plan, towards which Rumsia is lending
Indis $132 »i1lion. Fifty thousund Indians are smployed on the
yroject. When finished 1% will produce one nillion tons of steel
annoelly = smull by sssrican standards, but one~fifth of Indla's
pressnt stesl production. What identifies Bhilal with Russia 1s not
so much Ruselan monsy, but 350 hussian technicians helping to
build it. Indisns are only oo happy to tell you ihe Russlans
g9t half of what imericans are paid on similier assigmmenta.

They aleo point out that the Russians live modestly in two=family
houses, three rooms to s family under conditione most overseas
inericans would scorn, Theorstioally the Aunssians are only supposed
to advise the Indians how to go about the job threough fnglish -

spesking Russians. But moat of them are do-it-yoursslf Sypes like
the fellow perched on the outside of this blast furpace, The furnace
incidentully will fire up in December on schedule.
and everywhwre, incrsdible as 1t ssems, toe bureaucrstlc
e 2200 /0Giting Gl RBRE286Q515A 00040803040 H s 1n
- -
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KalISCHZR CONT'D  the field of reaching decisions and delivering the
goods, For instance, it took us one year to negotiate a surplus
farm goods progrem with Indonesia. ind anocther year before the
goods got there. It took ths Indonssians ons week to reach s rice
wtﬂwm&atmmmm&ammtmdwm;w
were ip Jakartas. OUn that score, Indonesis’s Forel.n Hinlster
Sosbandric has this to say.

SOLHANIRIOs I think there is a big gsp betwean comaltmsnt and
delivery. ind it §s for this reason parhaps that you do not reap
all the benefits of good will you oould of course. With the
Chiness and the Soviet Umlon we got the impression that their goods
avrived in Jaksrta before the ink of the contract dried up.
EALISCHER: Dr. Soebundric, we call Communist ald seonomic
penetration. ind they oall our sid economie aggreciion. ¥hat do

you think our motives are?

BANDRIO:  Well, you agree with me that this is not eaay to answer
that question. fut 1f I venture %o say, I would expect that the
Soviet Union are out to prove to the world that economic
relations betwsen commtriss would alse be based upon Soolslist
prineiples. On the other hand, I sxpect that the United States
are wusll aware that they can only sustain thelr aconomy if the
othwwuofmwrmmalaemauﬁsmz@wmh
development, I think for the United States 1t 1s & matter ¢r
enlightened self-interest. Frosperity after all ia the best
tool to jreserve denmooTacy.

-G -
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EallSaHERs 4nd, compatition is ths life of ald. Ir. Sostandrie,
Foreiga Ministoer of Indonesla, a neulral Aslan, Ffriendly to the
Weat.

LElBsny in Europs - tho altuailon is very different from ssia.
e psnetrated Free mwope with ocur 124 billiom Marshall Flan, the
anst Smegirative and suceessful forelgn uid program in history.
and #e put the Continant on its feet. is a resalt, West Surope

is not ap for econcalc grabs by the iusslans, Trade, yes, to a
degree, West Gerxmany, for sxample, this Spring signed a three-yeur
sgroenent that doubles ita trads with Moscow. But doubles it omly
from one to two per cent of all West Germun fereign trade. Al47
There's basn l1ittls opportunity for Moscow, so far, In Burope.

That is, with two notable sxceptions. Une 1s Iceland, s reluctant
partnsy in our atlantic slliamow. 4 tiny country, not very laportant
on the scononic lsdgers, but very importast on the map. It liss
midway slong a direct 1ine of alr attack from Bussla to the United
States., With the air buse that we now have there we can eut off

attack. In Soviet bands, ae an alr or a submarine
threaten us seriocusly. ind, econcmiocslly, Iceland is slipping Iinto
Sovist hands. It liveas by Pishing. Bubt for the last aix years,

base, it could

Ioeland has had great trouble melling the catch of its figheries,
except to Bussia., In 1952 Iceland sold nothing to the Russlans,
Today, one-third of its trade is with the 3oviets. II Noseouw
stopped buying now, Icland’s economy would almost collspse.

o fortify the economy and to inorease Iceland's dependence onh
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LEIBEK (CONT'D) Russia, Mosoow has alsc offered & (25 willion
long-term credit to Ieeland - that's & big chunk of momey for a
mmmarwmmdm&mmmmie.

The other targed of the Jowiet bluc in Europe, the chief
one, bas been the maverick Commumist country, Yugoslawis, 4and
there the political atrings attoched to Soviet economic sid huve
cons inte plain sight. after EZhrushehev literally kisssd end msde
up with Tito in 195%, nothing, it ssemed, wus too good for the
Yugoslave, Moscow offered to take the goods that the Tugoslavs
couldn't sell slseshere, even including 5livowotz, the local
firewater. And in exchange, Russia offered to supply Tito wilh
eritical ravw materisls that he couldn't afford to buy elseshers.
Foscow also jromised credits to help Tito uild mew projects all
over thas Yugoslav maps 4 370 million nitrute fertiliser plant
near Selgrade, impressive machine factories, equipment for lead
and zino mines, dredging equipment for canals, and, biggest of all,
u buge aluminum and electyic powsr ocmples. Hearly cne half blilion
éollars worth of aid was promised, all told. The largest smcunt
offered any country oubtside the Sovist bloc. That wss the jromise.
But then Tito refused to acoept the politicsl conditions attached
to the promise, rofused tc accept doctrinal demonation by hie exe~
friend, Khrushohev, And now the econcmic bait has been yunked
back. The credits not alrssdy pald to the Yugoslave have been
suspended for five yeers - for all prastisel purposes cancelled.

I visitad a couple of weeks ago one of the projects thel
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LEISER (CONT'D) wbead with the bailding, but what the Yugoslsve are
muxymmmmmﬁmumw*mmmm
the sonay for the machinery to pat inside the bullding., Yo Tite,
at leaat, 1%'s become pretty alesr that Busiils is ot giving scme~
thing economionlly for nothing politiecally,

BOTTRLET: h&ﬁthmiaawinmo&mlm,wm
is not very important, and thare is mo aid ut all as far as
techniclans, projects and development oredits are concerned. The
Whﬁht&t%ﬁmis&m-%i&mﬁ-mm
commodity countries of South Aserica, with their maticnel pride
mmmmawmmmmm,mmﬁymﬁe.
m.m,mmmu,mmmmmmmmsw
or fall with the price of copper. Well, last Spring, the United
SmWWWrWZafahﬁﬂmwm,mmmm
tock as s hostlle gesture. The Scviats came in at the sume time
with & solid order for copper wire. Little Uruguay has wosl
Wma%itammmmﬁtmﬂt&mhmamltaﬁﬁ
on wool. So the Rasslans appeared, snd in the first helf of this
year suddenly became Uruguay's best customsr. Brazil hus coffes to
burn, literally, and too littls ofl, MMM$"Matfmm
taks coffes and such in return for ofl and precious things like

cargs ships,

It's hard to sepavate the weapons of econcmlce and polltioal
warfare. (ne of the best in either case is rumor. 4 Brusilian
usinesmnan offers to import Soviet antomoblles Ffor a testh
of what a Ford or Chevy would cost. Cosmunist and fellouetravellers,
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{OTTELST (GUNT'D) returning from free trips to the Soviet hloc,
offer tin sselters to Bolivia and matoh factories to Zeuwador. ind
in drought-ridden south Paru, the ywmor circulates that the
complesar will come from Russla bringing tractors and gradscs,
¥ourvhile, the Commmnists work with ewery mationalist and extremist
forcs that tries io drive & wedge between the United Stetes and
latin amerien, as Vice President Rxon's trip showed so elsarly.
They flatter these proud countries with ationtion and blame bacie
vardnoss on Yankee Laperialism. |

This prepavatory stage of the Ruble War is backed up with
uovies, and with floofs of magauines and pwriodicals #11led wuith
msiling Sowiet peasants end happy worksrs and plotures of big
machines that are most inpressive I1n undeveloped countries. and
Soviet chess players, dancars, sclentists, somposers, sthletes and
sournelists have been suarming over South imerios in recant months,
not want to Wrade with the Soviet Unian, But esonoulc necessitiy
koeps pushing them in that direction and Mowcow wanis to eonvince
them that you can de business with the Kremiin,

At present, ouly three countries in latlin imerics bave
diplomatic relations with Russis, Chile will econ join them, and
others say f{ollow,

Compunims and Kerl Marx teks & buck seat in all this,
HAusala cen't hops to comcunise Catholic Soth Aserics any more
than it oan the HMHoslows of the Middls East, Bul thai's not

n o
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HUTTZLET {(CONT'D) necessary. all Moscow wanis now is good will.
And as it bailds, Toviet influsnce picke up and the Fuble War grows
more lotanse.

SHMLTH3 That 1s what Rusalans are doing in other countries,
but shat about the source country itself? Duniel Schorr, where
did Reasia'e peasant econony, that we used Lo make jokes sbout a
fou yours age, Lind the resourcesz to challenge the wowrld's most
BCROANS well, HBoward, Sussia bullt her economy up to thia
point in forty years by squessing productive capacity out of the
nidea cf the people, espscislly the Termers. Crash progrems bullt
up basic industries while the products wers doniad to the consumers,

to be plowsd back into mors expunsion. The reauliis have bean
phenomenal. In 1950, Fusala's gross natlional produst - the total
of all goods and serviees - had grown to & bundred billion dollars,
& third sa much a8 smerica’s, Six years later, both had groun, Wt
Hussis hed continued gaining on us, now up to 40% of our total.
Three yesrs from now, it's reckoned, the Soviet GNP will be 230
willion, fully half as much a8 ours. It wus in February, 1%
that the Kremlin vulsrs forsally decided to strike the posture of a
"hawe® nution. Ehrushchey convinced his followsrs that a winimem
investment, with flashy, symbolic projects, could provids muximum
wileage in projecting an image of Soviet strength abread, bullding
good will, encouraging neutralism, inoreasing tension in the Fres
World, underuining Western influsnoe, It wes really more a gimsick

than e program, typified by this sort of incident:t On & towr of
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SCHURA (CONT'D) Finland, I saw Khrusbehev stop at s farm, sugguet
the farmer try prowlng corn and he offered to fly iz a Soviet
expert to show him how. The sxpert was there 45 hours later.
in aid program for one men that pald off & hundred times over
in publicity.
hunsla, despits her pretenzions, is not really a "have®
nation, not yet. Sbe still imports ten times as much machinery
from the Frea World us abe exports to it. But sbhe's catebing wp.
Antasation is bedng grafted onto an industry already tyesendously
sxpanded. At & Moscow fuctory, I maw tmll bearings roll off the
mmmmmm. I've seen boomding mills
in fovosibirsk, the Chicego of Siberds, where only a village stood
a fou decades ago. Mnd In Sverdlovek, in the Truls, Russizis
Pittsburgh, a glant stesl industry. So, Rusais faces outwurd to
the vorld, not with a real trade progran ~ for the Kreslin rulars
tfoer o lot go of self=-gufficlency and to dewelop the aspecialigation
that is really the life of trade - mo,bub with & cauticus sntyy into
the world's market place ané a polifically-directed forelgn ald
prograz. It'a a modest progran, immcdestly publicised. Total
bloc commitments are about $1.5 billion. But epread out over so
long a period that the annusl cost is oaly 200 millicn. At that
rate, fssis could double her ald program with sape. Aind 4t
doesu't &1l come from Rnasia. In fact, most of the mschinery comes
from Ugechoslovakia and from Swpt Germany, Busela'’s chlef 1lleutenants
in the forelign aid cumpalgn. Jed Ching - for politicsl reasons -~ is
allowed to handle some of the subecontracting for isia. Forelgn
Approved ForRdieaed 2000180 /44ong MeRDPSDS0 055540 604 00somriyilsdged
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ECHOR% (CONI'D)  enough themselves, so they can't understand
handouts to the other underprivilsged.

When an Egyptian aid agreement vas sigoed, the detalls
vere publisbed in Cairo but not in Moscow. On trade, the Soviet
drive is only beginning. Hexr total foreign cosserce is still
| only & quarter of america's, but there are ominous ulgne. Russia's
| alusisus production is rising while ours is falling. This year her
| share of the world's output wAll be 22% to our 3¢%. 4ind the gup
is parrowing. low Russiz hes sturted exporting aluminus to
Westera Iurepe, culting prices, dlsturbing world markets. But
unlike smarica, which pours more than 90K of her alusdnum into
consimer goods, Hussia atill kespe slominus from the consumer, Her
peopls sook with csst-iron pots and thay don*t know asbout alumine
| foil. Flret, wlunimm exportsy next perbaps steelj then what?
| Fnasle's capability for soonomic warfare is less then advertised,

but 1t le growing. HRmning against it ars the pressures of the
Soviet consumer, the needs of Aed China, the post-Hungary
reguiremants of the satellites. But Mussia is an sccnomle forece
to be reckoned with.
i SMITH: Well, in our own nation's eapital, to which I mn assigned,
those in charge of cur plans to meet the Zussian challengs, are
divided in thelr concern. Thay are about 50% concorned by what
ns will do, but thyy're at least 503 concerped with what
we may fall or neglect %o do ourselves. Owr huge advantsge in this

- 1
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SMITH CONT'D  oompetition 1s our amasingly yroductive eoonomy,
vileh produces surpluses for use in such & competitlion. Uur chisf
Iinstrunsnts, by whilch we make that surplus operstive, are the forelgn
aid program and the reciprocal trade program. The forelgn aild
progras 1a to help other nations reise their standards o a level
where fusaia's philosophy for poverty would loge its sppeal. Tha
reciprocal trade program is the plan that ls now twenty-fours years
of age = wheorely the Frosident is empowerad to lower tariffs grefually
to let othars ssll to us to sarn Sollars to Buy from us wlth, ied,
genarally, to stimulate & healihy trade Letween us and other
mtions,

Receantly, none of thesa instyuments has been dewveloping
wsll. In vesesalon, our world record acouomy has bsen produsing
at » rate 11% below last year, while BHusaia's econcsy has besn
producing at & rate 11% zhuwg laet year.

iicontly, the House of Repressutatives alashed forelign
aid drastically, calling the usefulmess of the whola progrem inte
question, and recently, a key Semate coemities ripped the insides
out of the reciprocal trude blll. W¥What caused this Congressionsl
rebellion i3 not clear but some have suggested to me it wee largely
carried out by Demcorats and largely az a protest against wany
things the adninistiwtion has been doing, net least the Fresldent's

stand on the adsme~GoldAfine affeir., Now, in the next few duys,
these issuas come up for infal setilement in oty Congress. Ths
next few duys or week, itherelore, will tell vhether for a year to
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SMITR { CONT'D) cone, while Rusals marshes forsard in her Ruble
Her, izericsa will laaguish bescause recession and Congress bawe withheld
us ssmanition.

The aix correspondents, who have reported to you, have raised
some guestions about the Russians' scononic offemsive which ¢all for sme
WWW!&MW@M@&&W%@.”M,mw&Q
most estriking paradoxes that I have heard waa one stated by Peter
Kalischer from the Far Bast. He said the Russiens get & bigger run
for their vuble thon we get & bang for ocur buck. I would 1ike to ask,
is that really so, and 1f it is so, why 18 1t so? Peter, could you start?
LalIBCHER: ¥Well, 1 think some of the reasons are bulll into the
situstion. In one Southesst Aslan country, I telephonsd zn official
1t} call hin Me, Rashid., He wasa't in and I asked thet he call me badk.
It was terribly lwportant, I sald, Ths voice on the olher end of the
phone said pelitely, "Bxcuse me, air, important for you or important
for Mp, Rashid?™ Well, the polnt is I think we'lve hesrd and we have to
realize that what's important to us Tighting Communisze juat isa't to isdana.
¥When they conjure up ths spescter of escononic demination, it's In the
Wastarn white man's imsge, the old colonial master. With iis soecialist
aconomien the Cemmaunist bloc 1s more o lss» sbsclwed of the suspleion
of soononic exploitation of that kind, With Red China & msjor partner,
they can turn around ané say there's nobody here but us dsizna, Thelr
tochniclans work for less; they have a standurd of living closer to the
iplzne,. and politieslly, the bloc endorsss the nsutrsl policy of those
asian nations. They say, "Bon't take sidesy we'll help you anyway.”
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sabIsoums (CONT')r  Here we must slways Justify the foreign ald
program a8 Cold var awsanition publiely in gﬁmmsa, right In this
studio, and the verdict among the .sians is, “Youw're smot just helping
us. Joufre fust trying to fight the cussiang.”

IFITHE hek Hottelet.
HOTTRLATS In Latin america - ii's becsuse the lussisne are
micker on thelr feet than we are. Hers's & econiinent s fanitas-
tieally rich in resources that just the water musnlag off the indes
Yountains could light uwp the “estermn Hemisphere from epdeiowsnd, In
this potential wealin moat of the people llve in poverty. ul they're
beconing kesnly aware of how much they're misaing., ind the imssians,
synpathetically, offer them a short cut into thes Twentieth Century,
x oulek leap from 2 farwm sconosny to indasirial power and nlenty.
Jowist reality, of course, is far swmy - the Soviet
price which 1s teken out of the hides of the people, as Lan Zchorr
sald, This is {ar away, o0 the Sovist snake oil comes to ssem
most atirsctive., ve, on the oiher hand, come in too offen with
wisgging fingers, telling the Latines to put thelr houses in order
angd pay thelr debis and stamp out corruption whieh, of course,
they Lake as rich man's sdvice. It say be very good advice, it
raps the wrong way. n the oiher hand our doublew-standard keeps
showing. QJur price sapports and farm subsidiez and protective
tariffs are iried up here. Iut when the other man puts his govern~
ment into business and insists on dolag things in his own strange
wayy we too often look a2t it se wicked,
3LITH: Ernest Leiser:

LELSER well, Howard, I was given oms reason that the Mmesians
Approved For Release 2000/09/11 : CIA-RDP62S00545A000100090122-2
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get mors si.lcagn fm their money &y an ofiiecial of the Vest
Cerman Foreign ‘ﬁiﬂiﬂﬂ, a souple of weeks ago. “The troubls with
Fou émoriama,“ he said, "is that when you have say a hundred mililon
dollars, to give a country you make ome big announcesent, sad then
that's thst. Now, the iussians,” he sald, "anncunce that they're
goin: to glve a hundred million dollar ermdit when they first get
the idea. They make a segond amouncemsnt vhen the country comes
to them to begin negotiatione. They announce it 2 third tizme when
the negotiations are ccmpleted. snd they amnounce it z fourth
‘time when the money is finally handed ovar. iy the time the country
iots the money, its people think that the uzsians have glven thes
four hundred million dollars instead of a hundred millien,®
-mother, somvwhal more serious explanation, is one
i got from & Yugoslav, who pointed sunt that the Soviet money is
goven in the form of things you can single oul and. say, “That was
wullt by the imasiane.® ‘ur ald to Iugoslavis, on the contrary, is
in the fora of wheat and gotlon, Things that the Tuposlave ecan't
identify as ours,
SElTH Vamiel Schorr,
ORI RS Hsll, 1 don't know, mayie we asre being s 1iitle too
roagh on us, 1t seems Lo ne sometloes Lhat the Hussians suet pet
more allesge ocul of thelir kind of foreign ald because fro them it
is a relatively new phenomenon. The people are constantly belng
surprised in the first place if they are sble to de it and,
perhaps, as an indisn told me in Hoscow, that they should want te

do it. S50 a certaln amount of that extra mileape, I think, in a
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new kind of fé:fsiggn atd program is to be expected. 4Ae when 1t coamss
down to the "ti@iqws of foreign sid, however, I thiank there they
do zet more slleage becauss they strees the flashy and symbelie
kiad of phenowenon, ths thing whieh you san go inteo both quickly
and easily without taking any responsibllity Fer an overall foreign
aid crogradi.

KA N o H inston Durdett.

BHEDETT: well, Howard, in the Arab world the imsaians are
vory amch liks eircus barkers; Shey geot saxlsun pablicity out of
every act in their show, and every act, of course, is colossal,

But [ don' think thail that's really the reason for tnelr success.
Their propaganda is successlul because il's based on a pellicy and
speraach to foreign sid that's sccepluble to the ared governments,
The dusslans don't come along and say “Here's ten alllien dollars;
atld a das with 33.7 They stcept Lhe {dess of the Exyplians on
wiiit Egypt peeds und whal she wants., furthersore, in these develop~
went sghemes, the Russiane aren't givia: anything sway. Theylve 1
learned I think, thst charity can te offensive. Thelr long-term
eredit deal with the Sgyptiane s very pepular with Veypt slmply
becsuse ostenalbly 1t's a business arrangement, and prosumably
anyway these credits are eventually golng to be repaid. ind so

for Egypt 1t does not have the oder of power politics,

’ and then the fassians do not have the PFolint Four
director sitting oo top ef ihe show, the visible representative of
a2 g foreign power advising, directing, interfering anéd generally

- -
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making himselfl a perfect pelitical target for hypersensitive
nationalists. I think the Russians are succeeding simply because
they make it seem at least that their sconomic aid has no political
strings attached to it.

SMITH: Wall, same of the things you've said suggest a

very basiv guestion, that the Russlans are slmply making their
projects seem so important, Is is possible that Soviet penetration
is not really a threat? Could we have some answers on that? Daniel
Sehorr.

SCHORE: Well, I would put it this way; I think that Soviet
penetration is not a quantitative threat but I do think it is a
qualitative threat. When I say 1t le not quantitative I mesn that
they haven't yet reached a peint where they have the kind of
exportable surplus that can threaten us in any way. It's been
exagperated and it will be eo for some tlme to come in splte of

81l her great gloat, However, when it comes to the gqualitative
side by stressing the symbols of forelgn ald and concentrating

on key sensitive areas and especially on Egypt, which Winston

has talked sb well about, they can get certain spectacular effects.
That is, of course, if you want to gonsider forelgn ald s threatl

at all., I don't wani to ralse an lrrelevant question at this

time but Ceorge Kennan, has asked a questionas to whether foreign
aid ig a threat. Vhether perhaps it might not be best to let
tussia get her feet all enmired in foreign ald and, to mix g
metaphor, to get some of the headaches that we've developed and to
get quite enmeshed in the same thing., Perhaps it might be a good

thing, he suggesis.
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SMITHS I might 2dd, what do you think ebout that Kemnan
thesis that ‘mesiszn penetration into foreign ald is not really

a thre.t?

EIEGETT: wWell, 1 % ink, Howard, that Sennan is right in thinking
that the fassiins are going to ran inte a lot of troubles of their
owi, and that eventually theres will be disillusiomment among the
recipient countrise with Zussian help. But I do not think thal we
can take any particular comfort from that faet and I doa’t think
that we can arsume that lussiats troubles are golng to be & positive
help to us. 4nd certainly I do not belleve we can alford to let
the insalans go it slone in the ¥lddle Zast. There is a threat in
that area and 1%°'s going unthallienged by us. 1 think thet we've
got Lo accept the faot that the fuesians are in the ¥iddls FEast

ag traders, engineers, advisers, tesiniclans. Their presence

there is inescapable. 1 don't think, ineidentally, that the mere
presense of soviet technielans ie mach of & threat. The technlclans
in Egret, for example, keep very such t¢ themsslves. Thay sre not
allewed to clirsulate or to fratermise. HMHuch morve disturbing, I
think, is the scale on which the ‘ussians are now building treining
schoolls for industrial worksre, exchanging professors with arab
universities, handing out seholarships {0 airab students, This year,
for axample, for the first tinme, there are more Syrian students
golag to Joviet=bloc schools on scholarships than to Lhe sehools

of the sntirTe Free “orld apd if tkis poes on, we zay find one day
that Jyria's Yestern~educsted middle-clase has siaply disappeared
by attrition and been replaced by a Soviel-educated alddle-class,
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igconomically, of course, the threat i» simply thal if
we give over the Tisld of aid to the Fussiang then some day we may
find that they eontrol a large and eritical sector of the modern
agononiss of the arab countries.
THITH: ;eter Kalischer, have you sny comments on this

- question of whether fmssia is really a threst?

RalLisCHERs Yes, i think ¥inston is right and Kennan is wrong.
I amked President Suksmmo of indonesia if he thought there were
sny atrings attached to Sovist or imerican ald. This was his veply
and I quote: "lLet's be realistic, shall we? Im a eertaln sense,
all ai¢d and all trade have stringe., Sup.oee one country supplliss
our irrigation serviee with two dredges, That means our irrigstion
service ie tied to that country for spars parts and so on. W™t if
you mean does .merican or Comaunist ald come with the conditions
of political or military support, the anewer is a flat no." Vell,
I thdnk 1t is implicit in that answer that there dont't have to be
sugh conditions, If ald goes from dredges te ame, to heavy
industry, all supplied by one side, the reciplent nation is, willy-
ailly, on that site, President Sukamo's personal forelgn aid
philosophy is swwsed up by something else he sald to semebody elae,
He sald he was surs the Fussisne would ballid indonesia a sporte
stadimm for the 1962 isisn games, and then thes imericans wonld Jump
at the echanos te ovulld them a hotel to put the vwisiters in., And
you know he's right.
FitThe wally, iek Hottelet.

- 2k -
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BT TnidT: Howard, you ask the guestion in tenns of the Soviet
Lhreat, i would like to answer In terms of wvhatls at stake,

The staks In Latin merica i& our fature. It's well known that we
have skismed the eresm of our natural rescurces and our ressrves
are obvicusly diminishing from day-towdsy, The Latin smerican
continent is our best, cur nesrest and uitimately sur vital source
of supoly right now., Lutin amerisa is the second bi;pest market
for our goods, and its twenty fepublice are our firs friends and
muprorters in the United ¥atlone, whioch is terribdly important

right at this Instant, Ve can help these Fepubllies be a shining
exam:ie} we can help them be an eupertunity for uej an sxample

to ithe uncevelopud natione of ifriea znd 4sias that freedom too offars
a road to prosperity and a belter one than the Sovists have to offer,
Jn the other hand, if we lose Latin iwerica, we lose a great deal.
et s not lorist that if the Soviets were ever to acsert thelr
influence on Latin smerics, imerican security would be at an end.
That's what’s atl stake,

S TERs frnest leiser,

Ll osha well, Howard, Soviet ecconcmie penetration is not a
considerable thresat in non-Soviet Burepe, except as I have indlcated
in Iceland. and actually the Buropeans feel a good deal the way
Gaorge Aennan feels thst it's less of a threat thoughout the world
than we nake it appesr to be. They say that the amount of credit
that the Soviets can actually extend is meager eompared to what we
can do. And that because of the nesds of Husseiats ovwn growing

stonamy, that this is going to eombinus Lo be the vase four a long time.
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“uropesn scononiste gencede that the Husslans have
besn skiilfully selective in pleking out their esonomic targets
and that they've made the most of thea ia propagsnda polint of view.
gut by «nd large, the attitude in Burope is that expressed a eouble
which {8 a preity sobesr and

sensible pubiication, 1t ended a pisce on fusslan economic
Jenetration with this coment; *“The Sovlet econonic chailenge
nesd cause deep concerm,; in ihe long run, only il the ¥eastem
industrial econocmies fall to keep on grawlng themselves,”

SMITH wgll, you gentiemen have been: oul of this country
for a while, lel we tell you that in the gathering struggle over
fareign ald, the very basis and simnle questiom is weing asked

all over this country and I want to put thal question o you now
and see what your anewsrs are, Is there not teo much wiste snd
corraption in forelgn ald? [ees 1t re:lly yield us iy benelits?
should we mot abandon the whole ldea if 1% does not win friends
for us and Fusala.can relly pgeh more milesgs with lesa ald to
others than we ;ive? what do you thimk of th«t? tinston Mardett.
S RTTe well, Howard, as I sald, in ihe three countries

i'vs besn talking about there ig mo imerican xld prosran and there
fore there's no corrupticn., 1 think there should be an aid prograsm
there because othervise, we may find that Lhess scuniries have no
altemative, no plase to turn exgept to Hosecow,

HAITHS Kaliesher.

A AL oM ERy wpll in asis, of esurse Lhero's wasie and some

corraption in forsign aid. There's waste and corruption in the
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United States too. I'm told. But the polnt is LBt eveury time therve’s
5 guartermmster scandal I don't taink we should stop giviag bullets to
the United States Army. In Casbodia wopre o Pew mingtes 830 yOu s&w
that large plle of rotting 8id eguipment . the Chinese Cosemunists sre
seriling Chintse aid goods and giving the preceeds 0o the Cembodizns.
With Liese zwéemis: in local currency . they are turning them over to
fourteern proviscisl governors in Capbodis for theic own local ald pro-
Jects; the monsy 1o be aspeni wwore ithey see Fit and ap scoounting to
be demooded. How, this foreign sid pork bLarrallisg is on & scale 1
Jon*t suggest ve imitate. But the point is thet the Chinese are not
going to cut off &id to Canbodia if some of that money should hapren
to turn wy in the Casbodian equivalent of Jeep Treezers or wicws over-
custs . |

SMITH: Bick Hottelet.

HOPTILEY: Well, I inick even aftes what Peter lms agid. 1 csp say that
corcuctlon 1a latin imerics reaches proportions you could well cail
epie. Thera's & story thet the only train that reslly runs well in
Iatin Amerion is the greavy train. It affects privete enterprise, I
wmight sey. st 2e mush &g it doos govermmsnt, Bod Jt does not affect .
oy pmell aid progrean. But in any case ion leatin mercica gresl grants
of American aid are nol the answer.

SMITH: Efnest Lelser.

IEIBER: Well acutally Boward, as you know, one of the remarkable
aspects of oo puge sid programs is Burope Las been that there's been
virtually no carcuption. Take Yugoslavia sz just one ¢xample. We
could pick meay. We've turned over $782 million in ecoocmic aid to

the Yugoslavs in toe puot eight years, and there hasn't been & single
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for & juxury hotel In Beigrude wilick thay don't reslly need, couid
cave been hetter used. Bot ire Taot vemsios that during & period when
Bussis was trying tc bowesk Tito, ecoacmicelly, we kept Tito's opuntry
going and, after ali, timst was what we set out to do.
SCHORR:  If I comld add ome word hers, Howerd. Alttough this dewsn 't
enliy copcecn Soviet foreign &id, 1 would say ong thing - thel cor-
muption and waste, I don’t think. ls any mopopoly of Amevican forelign
eid. WYe rave found out Just from sesing whet's hSjpened in Burme woeeoe
cemert a3 pliesd gp on toe docks, ouly to gt wet and be urelesz. ue've
seen agriculture: machinery on ferms in Indian trat couldn‘t ba used
vecsuse there Was no rarm big snough: to use it, Just some of the outward
symbols of waste in Soviet foreign sid. There has never pegn any kipd
of inwestigsiion by their perlismoent, by thelr BuprememSoviet. I don't
Lnink that we Lave o get too alsrmed sbout & little wastie.
HOTTELET: Tt's good 1mWs to near aboul vice eisewbere.
SMITH: Well, in the few momsnt: ressining to us I'm going 10 Suggest
to you teat you write an economic policy for the United Btates thal w il
win thip so-chliled Ruble Wor. Bow, kseiing in mind the critiiss you
rave sade . wrat woeuld you suggest tiat we 4o tiat ve ' re pot pow doing?
Daniel Schorr would m start?
SCHORR:  Well sir. I'1l write you & program - perveps becmuse 1 bring
b exich sense of urgency after having lived s couple of yes:ss in Busain
ard .8v:ng sxperienced their climaie. e call tris & ruble war, end
i t°s & ruble wer, let's use same of the mechanisms of wer. I woald
suggest ¢ &t we Torm & kind. not we, but the United States fors some
wind of & coordinating boly, perraps called the Foreign Booncmic
Coordinmting Board buill elong tie lines of the Wer Froduction Board
ar Two. And that this body be given the job of coordinating

of Horld W
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a1} fereign aid projects, all those of the govermment and alsc enlisting
prrivate industiry, bringing it in te do the job that cannot be done by
govermoent. 1 would suggest that if nmecessary that we gilve these indus~
triss something 1ike cost-plus comiracts to go intc the underdsveleped
gress and do the kind of work that couldn't be done by industry because
there would be no iucentive. I speak of incentive because in cur soslety -
because it is s democyatic scelety, it requires incentive. 4nd I say
this bacanse the most Mrwnd probleam we face i o Iind the mechanism
by which we ¢an get the impact snd the concentraticn on targel arsas
by demooratic means that the Russians today gel by regimenlation.

I think it ecan be dome, and I think It fundasentally important -
for that kind of thing xust be dons.
SMITH: Winston Surdett, what do you thiok about this?
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SRDETT: Well, Howard, I'x not sure whether I'm wery happy with vhat
seens 1o be Danlel Sohorr's main suggestion. It docsn't sses to be
what ouwr forsign ald pregran lacks is coordination or that what it
neads is snother great big coordimating govermmsnt agenty. I think
that we ought to throw away many of our cld idsas aboul how to administer
foretgn aid and try to begin all ever again., And I'm going on thas
assumption that our aim has to be to find & way of extending help that
is so flexible and so presentable to forsign countries, that wo can
help Egypt, for sxample, evsu when we don't like Nasser anc can go ob
helping despite the ups and downe of politics. I sssume that we efther
have %0 do this or that we have to abamion the game to ihe Huaslenw,
Bow many of our ideas spring from Marshall Plan experiences which were
all right. Those ideas were all right for furope, bul fer ihe parte
of the world that we've been discussing, they certainly den't fill the
Bill. The chief thing, I think, is that economic aid sust be detached
from politics as fxr as possidle. The administering of ald ought to be
taken out of the hands of policy-making bodles and as far ar possible,
cub of the fisld of administration. Uranis snd charity sheuid go.
There should be new and flexible losn and oredit arrangements at low
intersst, e should give private saterprise a way to combat the
Seviet drive, and govermment should make it worthwhile for private
entorprise to do 30.

That may seen like a rather extravagant idsa, bul the Hest
Jermans heve done sxactly thet by guite a trilllent davice. The Jermans
are the ¢nly omes in the Middle Zpst wio sre now
the Zovist offemsive thare. The Serman operaticns in Egypt, which have
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s planned total investasnt of more than $125 million, are entirely
private with Oerman firme making separate business desls with the
Egyptians, The Uerman Uoveramnit, of course, has gaarsnteed thobe
private investwents, It's really the government sudbeidising private
enterprise oversass, £ind, I think that this might well point the

way for us,

SKTTH: Dan, I think you dessrve & ten-second rebuttsl to that answer.
SCHOHR: In ten segonds, I would only say, winston, that I don't think
we sre in any basic dissgreement. I sould enly say that I don't think
that coordination is the opposite of flexibility. And, I think that
what has been dene in West Usrmany can be done in our way too, providing
incentives to private Industry,

SHIYHs Peter Ksliseher, OCan you help ug write a pelicy now?
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EALISCHIR: well, I think we'ws gotl to stiract young Asmsrican englneers,
tecimicianz, in-the-felld men, into foreign aid service, perhsps through
subsidised scholarships with the first two years after gradustion going
to Umcle Sam overssas. All through Scutheast Asis, I heard one undversal
eriticism: Amsrican tschniclans were too hipgh priced, lived too hiegh, whik
the Russlens would go smniherc, they didn't mind the mosguitoes, YWell,
in Isdonesias, one privets American technician I loww, waz getiing twe
thousand dollare a month == I'm sure he's worth it -« but his contract
ealls for the Indonesian Gowernment to give him cowmsnsurate housing.

Ayl one official sald, "I'm sorry, but I ... I's afraid President Sukarns

iz zoing to have te move out of Merdeka Falace, We don't have commwnsurate

housing st tec thousand dollare a menth." A Bursmse asked me what had
happensd te the American niasionary spirit. He said thet Dr. Gordon Sede
greve, old Surma surgeon Seagrave, who 1s still wp ip the Chan Hills with
hin hospital, is worth in geod will to the United States ®Houl thirty
nillion dollars, at owrrent aid prices. 1 den't think that all the high
Jevel plamning will beat the Cosmunists in the Auble ¥ar unless we can
find Americans whoe will go into the field, at the lewvel of the people
they're trying to Belp, and siug it out with thelr gloves and thelr air
corditioners off,

5NITH: Dilck Hettslet.

HOTTEIAT: The firet thing to do is clean out & Iot of cobwbe. OStop
locking at South Americs in terms of Carmen Mirsnda, rhumba rhythm and
banana revolutions. Forty years from now, Iatin speries will have twice
the population of the United 5tates and st Jeast twice the natural
resources, Iis growing pains are terrible but we've got to share them

in our metual interest,
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HOTTHLET {CORT'D) s We're dealing with o people, we've got to

sher, that's at lsest az proud and sensitive sz we ars, e can't
bribe them and we gan't bully thez - byt we siill enjoy snoraocus
respect and good will in Iatin America, sndthe latin Amoricans are
#iiling to follow cur partuership, our lead, if we make the mov world
a really working partnership. we've never been timid. We've always
wade the rules to it the ... to fit the cess and the problem. look at
the Monrcs Dooirine, as fuax back as that, the Marshsll Plan, the Truman
Doetrine, Korea and lebanon. Now, it's high time to wriis the rulas fuor
the mutual devclopment of the Hastern Hemisphere, &hen nine ar ten
American agencles mmll ever loans for momths &t a tiss in Washington,
theyire belng penny-wise and pound-feolish., Washington is the place
then where time is lost and where the blame rosts vhen the loan is turned
dosm., lat one Pan-dmerican agency -- and it needn't Le & new ot at all =
stislate basie ecooomic development, roads, iransport, power, fuel,
put 1ts beadquarters in latin dmervieca, put responslibility in Letin American
hands, support 1t with our loems, not grante, in every serfous preject
no watier how morthodox it may be, whether it be mationsl, private or
& combination of both. Of course, there'd be a rismk. Hut it would get
awzy from the old Pan-imerican brosides and for the first time rally
Iatin America in & progras of comwon acltion. Everyoms would benefit.
It'z ridiculous for us that we hawe [ive nillion weaployed here at bome
when the latin imericans need every single michine we can build. Iat
there alse e & vast incroase in sxchangse ancng students, professors,
artists, businessmen, enginsers sponscred by govermment and the big
foundations and by private isdustry because the latin Awmericans are as
ignorant of us as we &re of then,
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SKITH: Well, I'm going to give Ernost Leiser mow sbout coe minute

%o sus up from his side.

{RINM: Yell, one fundamental thing wa can do, Howard, obvicusly, is

to enlist our mers prosperous Eurepean sllies in a jJoint progranm of
counter-penctration in the uncommitted countries, Winston bas talked
sbout what the West Germans sre doing, bul actually, they've just begun
in their govermnment subeidised industrial eredits for Egypt. They can
do 2 lot more, and I've been told by their officlals that they can be
persuaded to do a lot wore in concert with us. We don't ueed a new
Horshall Plen of American gifts. we do zeed and could get & new Atlantic
slliance plan of genercus byt intelligantly directad long-term credits.
SHITH: wuell, gentlemen, I would like to try to susmerigze scme of the
things you've said. You've painted & elrange picture. Ue've been
challenged by Ressis to a centest of scomenics in which all the maln
basic advantages are on our side, Ue have the hugest production for use
in thip contest of any nation on sarth and of amy nation In history.
ind despite Sputnlk our gemeral know-bow to convey to others ie still
undoubtedly the world's best, But owr advantages, you say, are being
cancelled cut by many thinge., Burdeit aad Hottolat suggest that in the
Middle Kast and Latin Americs, 1t 1s simple default by us. Ha're barely
working while the Russisns are busily ingretiating themselves with msany
projucts. The Hussisns are dealing in loans, for the main part, which
89 not offend ssnsitive mational pride of new matiors while wo dedl
mainly in afd which bears the stigma of charity. Our techmicians must
14ve and wotk on & high menasgerial lewel in those coumtries, while
Russia's tend to work on & much mere modest scale whers the pecple

happen to be. And finally, the Bussians simply dramatiss their effort
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SHITH (CONT'D)e
more than we do.

frnest leiser mads a suggestion which sounds contradictory
put I don't think in, He sald, we should not try io discourags o
turcpean partners frowc increasing their trade with Russla in none
silitery goods they meeded,

Sow, to your suggestions as to whal we should do sbout this
situation, I have two to add from this country: The American peopls
have to be sroused to the urgent necessity of this affori, which the
imerican people are not arowsed to &t the present time. OCongress, it
gecss to me, must be made to reslise that the effort is a necessary and
regular part of ouwr matimmal 1ife. We should not have to debate foreigm
aid and reciprecal trade ss strangs, new, controversial proposals each
vesr. They must becoms cosmonplaces, regular, nstural things to do.
Debate on ther should net be as to whether they should be donsg it
should be 1imited to what {s the most effecliive way to do them. Ameriea
has risen to meny usaxpected werld responeibilities in the past decade
snd we have become accustomsd fo winning even when we stard licked.
But to this challenge we will certainiy hsve to rise much faster than
wo've becn doing ab present or we may lose the Ruble #ar.

Good evening.
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